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YUGOSLAVIA KEY ECONOMIC INDICATORS: 


All values in U.S. $ million 
and represent period averages 
unless otherwise indicated. 


A 1/ 1/ 
Exchange Rate: US$1.00=17.00 dinars 1974 Change 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 27,310 34,960(est.) +28% 
GNP at Constant 1967 Prices 13,507 14,317(est.) + 6% 
Per Capita GNP, Current Prices 1,291 1,637(est.) +26.8% 
Plant § Equipment Investment 3,119 4,701 .7% 
Personal Income 146 180 2% 
Indices: (Base Year=100) 
Industrial Production 100 106 
Avg. Labor Productivity 100 101 
Avg. Industrial Wage 100 123 
Labor Force (unit) 4,902,000 5,346,000 
Avg. Unemployment Rate (%) 9.6 11.0 +14.5% 
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MONEY AND PRICES 


Money Supply 

Interest Rates (Organization) 

Indices: (Base Year=100) 

Wholesale Price 100% 122 +22% 
Retail Sales 100% 126. +26.6% 


Balance of Payments and Trade 
Gold §& For. Exch. Reserves 1,139 879 -22.8% 


External Public Debt N/A N/A N/A 
Annual Debt Service N/A N/A N/A 
Balance of Payments -1,239 -965 +22.1% 
Balance of Trade -3,737 -3,625 + 3.0% 
Exports, FOB 3,805 4,072 + 7% 
U.S. Share 316 265 -16% 
Imports, CIF 7,542 7,697 +2.0 
U.S. Share 354 417 +18% 
(in m/tons) 
Main Imports from U.S.: 1974 Commodity Quantity 
Agricultural Products 640,978 
Avionics § Equipment 410 
Computers 117 
Agricultural Machinery 1,740 


Sources: Indeks No. 7/76. Statisticki Bilten 3/76. 
IMF International Financial Statistics. 
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SUMMARY 


Beginning in the summer of 1975, Yugoslavia introduced numerous economic 
stabilization measures to combat a rising balance of payments deficit and 
an inflation rate which was approaching 30% on an annual basis. These 
measures included import restrictions, controls on investment, and a 
tightening of the payment procedures between enterprises. Results through 
the first 6 months of this year have been encouraging with the estimated 
1976 balance of payments deficit being revised sharply downward and the 
rate of inflation down to 9-10% on an annual basis. One disquieting cost 
of these measures, a stagnating industrial production, is now the primary 
focus of economic planners. This concern, plus the continued increase in 
Yugoslav exports to the western developed countries should lead to a 
relaxation of import controls on spare parts, capital goods, raw materials, 
and semi-manufactured goods. 


Yugoslav development plans for priority sectors of the economy offer 
significant opportunities for US capital goods manufacturers. US products 
have an excellent reputation in Yugoslavia and rising costs in Western 
Europe have made US goods price-competitive with Yugoslavia's 
traditional suppliers. Firms able to demonstrate reliable and timely 
servicing capability, willing to consider various forms of business 
cooperation, able to locate or offer financing arrangements, and willing 
to make counter-purchases will be particularly attractive to Yugoslav 
purchasers. Joint ventures are also possible in Yugoslavia, provided the 
venture demonstrates the capability to earn hard currency through export 
sales. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Yugoslavia Emphasizes Economic Stabilization. In the past year overall 


economic stabilization, including the reduction of the balance of payments 
deficit and the curbing of the rate of inflation, has been the primary 
goal of Yugoslav economic policy. Since the summer of 1975, numerous 
stabilization measures have been adopted, including import controls. The 
unifying principle of Yugoslavia's stabilization effort is the attempt 

to control the volume and structure of investment spending. To date, these 
measures have been reasonably successful as demonstrated in the dramatic 
improvement in the country's balance of payments and inflation figures. 
After the first six months of 1976 Yugoslavia, aided by continuing import 
restriction, had cut its trade deficit to about one half the deficit in 
the same period of 1975 and had a modest current account surplus. The 
inflation rate January-June 1976 is annualized at about 9-10%, a remarkable 
turn-around from the 30+% of January-June 1975. A partial cost of the goad 
news on the trade and inflation fronts is a disappointingly low growth of 
industrial production of only 1.1% in the first six months, accompanied by 
shortages of working capital in many industries and retail trade, and high 
levels of inventories. A potential drawback in achieving the country's 
price policy is the high rate of growth of money sents in the first five 
months, fueled by the unexPected current account suplus in this period. 
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Five-Year Plan. Yugoslavia's Five-Year Development Plan, 1976-1980, 

sets ambitious growth targets and designated nine areas as priority 
sectors, including tourism, energy, agri-business, chemicals, shipbuilding, 
raw materials, machine building, inter-republic transportation and ferrous 
and non-ferrous metallurgy. These sectors are to receive 65% of all 
investment over this five year period. The detailed allocations by project, 
specific industry, and republic are to be worked out in a series of 
agreements among the Republics and Autonomous Provinces by the end of the 
year. 


Outlook for remainder of 1976. After a $950 million current account deficit 
in 1975, Yugoslav authorities have forecast a similar deficit for 1976. 
Based on the January-June figures, that estimate is being revised sharply 
downward. Import controls may be relaxed somewhat in the months ahead to 
permit greater imports of industrial raw materials, semi-manufactures, 
spare parts and capital goods. Partially balancing increased imports, 
Yugoslav exports should continue to grow throughout the year as they 
benefit from rising demand in Yugoslavia's key Western European trading 
partners. As in the past, Yugoslavia's 1976 trade deficit will be 
partially offset by growing invisible earnings, especially from tourism 
and workers remittances. A realistic estimate of the 1976 current account 
deficit might be $400 million, although the deficit could be lower if the 
growth of Yugoslav industrial production remains low. Financing of the 
deficit is not expected to be a problem. Yugoslav reserves are reportedly 
over $2.0 billion, and in 1976 official borrowings will probably cover a 
substantial portion of the deficit. 


In May 1976, the Yugoslav Government passed a package of new measures to 
stimulate domestic demand and revitalize industrial production. These 
included a more liberal consumer credit policy, selective reductions in 
the sales tax for several consumer items, a partial relaxation of 
previously adopted investment restrictions and special incentives to 
stimulate residential construction. If these measures are successful, 
Yugoslav production may have a chance of reaching the targeted 5 to 6% 
increase for 1976. If so, some new inflationary pressures are likely. 
However, if production does not revive quickly, inflation may continue 
at its current relatively low level. The effect on prices of the higher 
than planned increase in money supply experienced in the first five 
months of 1976 will probably be felt only after an 8-12 month lag. 


IMPLICATIONS FOR THE US 


Opportunities for US Suppliers. Significant opportunities exist for 


increased export sales by US suppliers of capital goods in priority 
sectors of the Yugoslav economy. US technology continues to enjoy the 
respect of Yugoslav businessmen and rising labor and production costs 

in Western Europe have made US goods more competitive. US exports to 
Yugoslavia 1n 1975 were $417 million, an 18% increase over 1974. 

Yugoslav exports to the US during the same period were only $265 million, 
a decrease of 16%. The principal difficulties in increasing US sales 
will be breaking into an already established market and assuring 
Yugoslav customers that post-sale servicing will be satisfactory. 
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Other factors important to the Yugoslav customer are financing and 
counter-trade provisions. 


Import Restraints. Yugoslavia employs various measures to control 
imports. These include tariffs, quotas by value or quantity on certain 


imported goods, import licenses, and hard currency controls. Large 
trade deficits during the past two years have led to measures designed 
to balance trade, including unpublished counter-trade requirements of 
up to 30% for some capital goods and 100% for consumer goods, temporary 
tariff surcharges, and a tightening of requirements for import licenses 
in general. Products in priority development sectors, companies willing 
to engage in counter-trade, and those able to offer suitable financing 
are more likely to find success in the Yugoslav market. 


Joint Ventures. Since 1968 over 100 joint ventures have been concluded 
between Yugoslav enterprises and foreign investors, including several US 
firms. Recent investment provisions have re-emphasized that the primary 
Yugoslav goals in joint ventures are to obtain new technology and increase 
exports. Profit repatriation, for example, is only possible with hard 
currency earnings from exports. Maximum foreign contribution to the joint 
venture is 49%. 


BEST SALES POTENTIAL FOR US PRODUCTS 


Chemicals. The chemical industry is the second largest importer in 
Yugoslavia, following metalworking. Favorable prospects exist for 


increasing US exports in this field, as the rapid growth of product 
demand and the insufficient capability of domestic industry will increase 
the need for imports. In 1974 Yugoslavia imported over $800 million of 
various chemicals and chemical products. The principal suppliers are the 
US, West Germany, Switzerland and Italy. Several US companies have 
licensing arrangements with Yugoslav enterprises, particularly in the 
pharmaceutical field. Best prospects for US firms exist in basic 
petrochemical construction, bulk pharmaceuticals and plastic masses. 

The best promotional vehicle would be an exhibit at the annual chemical 
exhibit in May of each year in Belgrade. 


Metalworking and Finishing Machinery and Equipment. US firms have solid 
Opportunities to increase their current 3% share of the import market, as 
US products are well-respected and increasingly price-competitive. Demand 
in Yugoslavia will remain high with imports expected to remain between 
$80-90 million per year over the next three years. West Germany for some 
years has held the largest share of the import market (33%), followed by 
Italy (10%) and France (4%). Domestic production which includes a wide 
yariety of metalworking machinery should grow at about 7% per year during 
the next three years from the current level of around $85 million. Best 
prospects for US suppliers are for sales of advanced machinery including: 
computer controlled (CC) cutting machines; plasma arc machining (PAM) ; 
laser-beam machinery (LBM); electrochemical (ECM) and chemical (CHM) 
machinery; and advanced numerical control (NC) systems for cutting and 
forming. End-users would be heavy industry, particularly ferrous and 
non-ferrous metals processing. Poor prospects exist for imports of any 
type of machinery that is produced domestically. The US firm will have to 
overcome the prevalent belief that its products are too expensive, too 
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sophisticated, and must be used with very large production runs to be 
profitable. The best promotional vehicle would be BIAM, the international 
metalworking exhibition held every two-three years in Zagreb; the Zagreb 
Spring Fair; or an individual technical sales seminar. 


Heavy Construction and Mining Equipment. Major sales opportunities have 


been created for US suppliers of heavy construction and mining equipment 

by the emphasis Yugoslavia has placed on exploitation of its large, mostly 
untapped deposits of coal and ferrous and non-ferrous metals. This emphasis 
should lead to sizeable increases in import sales from the $67 million 

total in 1973. West Germany has the largest share of the import market (29%), 
followed by the US (11%), Italy (8%), and France (3%). Total domestic 
consumption for building, construction, and mining machinery is expected to 
increase by 20% per year from the 1975 total of $100 million. US equipment 
with good sales potential includes rotary and bucket-wheel excavators, 
conveyors, excavator draglines, bulldozers, loaders, trench-diggers, cranes, 
dredges, dumpers, graders, scrapers, and high-capacity trucks. Domestic 
production is limited to equipment with relatively small capacity. The best 
promotion vehicle for this product category would be an exhibition at the 
Belgrade Construction Fair in May of each year. It includes an emphasis on 
mining machinery and equipment. 


Computers and Related Equipment. The Yugoslav market for computer systems 
of all types is growing rapidly and should exceed $40 million by 1977. US 
manufacturers have traditionally been the principal suppliers of computers 
and related equipment with domestic production very limited. Main 
competitors have been firms exporting from Germany, Switzerland and Italy. 
A market exists in Yugoslavia for US manufacturers of small and medium 
size digital computers, minicomputers, punched card peripheral equipment, 
magnetic ink character (MICR) equipment, graphic data systems, key-to-tape/ 
disc equipment and data transmission equipment. Computer hardware is 
relatively well-known in Yugoslavia and most major US manufacturers are 
well represented; however there is a noticeable lack of knowledge of 
proper computer utilization and the possibilities that the computer offers 
when correctly applied. Consequently, trade promotion efforts should place 
an emphasis on selling know-how and peripheral equipment, including software. 
The best promotional vehicle would be an exhibit at either the electronics 
fair in Ljubljana or "Interbiro" in Zagreb (both are in the fall). 


Paper and Woodworking Equipment. There is excellent export potential for 
paper and woodworking industries equipment to Yugoslavia, as the Country's 


paper industry relies totally on foreign equipment and foreign manufacturers 
provide 70% of the equipment for the woodworking industry. As these industries 
particularly woodworking, are large export earners, import licenses should 

be somewhat easier for Yugoslav enterprises to obtain. West Germany dominates 
the woodworking market with 60% of all import sales and is also the largest 
exporter of paper industry equipment to Yugoslavia. Italy and Austria 

follow with 20% and 7% of each market, respectively. Imports in these 

areas are expected to rise from the 1973 total of $58 million to $70 million 
in 1977. US products having the highest sales potential including pulp 

and paper mill machinery of all types, paper and paper board converting 
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equipment, and various types of woodworking and timber industry 
equipment with a technological base. The best promotional vehicle 
would be an exhibition at the Zagreb Spring Fair. This exhibition 
should promote complete lines of equipment an engineering for paper 
and pulp plants. 


Food Processing and Package Equipment. The market for food processing 
and packaging CEP) equipment is expanding rapidly. Yugoslavia has put 
priority on increasing food production and expanding processing 
capabilities. Yugoslavia wishes to expand exports to Western markets, 
together with increasingly affluent domestic consumers has led to the 

need for more attractive and convenient processing and packaging, including 
frozen and ready-to-serve foods. Imports of FPP equipment, about $35 million 
in 1974, should increase significantly over the next few years because 
domestic production is limited. Western Europe is the primary source of 
equipment with West Germany (over 40% of imports) and Italy (over 13%) 

as the main suppliers. Although US technology is highly respected, US 

share of the market is insignificant. Equipment with good potential for 

US suppliers includes all types of freezing equipment, poultry and meat 
processing equipment, automated dairy equipment, complete processing lines 
for fruits, vegatables, juices and oils, automated packing, filling and 
weighing- equipment. Because of the vertical structure of Yugoslav agro- 
-industrial kombinats, FPP equipment would be best promoted in an 
exhibition at the Novi Sad Agricultural Fair. 


Port Engineering and Equipment. Modernization and expansion plans of the 
$ix major Yugoslav ports hold potential for significant purchases of US 
equipment. Total traffic through Yugoslav seaports in 1974 amounted to 

20 million tons; river ports handled an additional 3.3 million tons. A 
World Bank Loan of $44 million has been granted for the expansion of the 
Port of Bar and consideration is being given to a loan for the construction 
of a central container port near Rijeka or another site still to be chosen. 
The best US prospects are for sales of container technology and port 
engineering, mobile and floating cranes (lifting capacity above 15 tons}, 
equipment for small and medium container terminals, warehouse facilities, 
tugboats (2,500 - 3,000 hp), high capacity dredging equipment, harbor 
purification and pollution monitoring equipment. Strong competition for 
these sales comes from both Eastern and Western European suppliers. The 
best promotional vehicle to follow the February 1976 Trade Mission would 
be a technical sales seminar composed of leading US port engineering and 
container firms. 


Electrical Energy Systems Equipment. Over the next several years the 
Yugoslav market os electrical energy systems equipment will rise 
dramatically from the estimated 1974 level of $289 million. To overcome 
increasing shortages of electricity Yugoslav officials are assigning high 
priority to development of the power industry. Projects planned and 
underway intend to double generating capacity (9072 MW in 1975) and 
gampiete the transmission network by 1980. Total investments may exceed 
4 billion (about 25% for imported equipment), with similar expansion 
through 1985. Imports should increase from $123 million in 1974 to over 
$200 million in 1980. Domestic industry though quite well developed, 
cannot supply the volume and capacity of much of the equipment required. 
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The main competition will come from Western Europe, especially West 
Germany which now supplies about 40% of imports. Eastern European and 
Soviet firms will also be strong, particularly on total projects. 
Equipment with the greatest import potential will be for large 

(over 300 MW) coal fired plants such as boilers, turbo-generators, 

coal and ash handling equipment and instrumentation; for nuclear plants; 
and high capacity transmission equipment. The best promotional yehicle 
for this equipment will be the U.S. Department of Commerce Technical 
Sales Seminar planned for October 1976. 


Avionics and Ground Support Equipment. Yugoslavia's consumption of 
avionics and aviation support equipment has been steadily increasing as 
the federal civil aviation administration and airlines implement measures 
to modernize and improve the country's air transportation system. The 
Yugoslav Government has budgeted $60 million for this program over the 
next five years. Best prospects for US sales are avionics equipment in 
the areas of radar and navigation, communication (both air and ground), 
and aircraft service and repair. The market for aviation support 
equipment in Yugoslavia is small and will not grow at the dramatic rate 
projected for avionics equipment. The best prospects for US sales are 
sophisticated or highly specialized support equipment, such as ground 
power units (GPU's), hydraulic repair equipment, and terminal/airline 
security systems. 


Agricultural Machinery and Equipment. Yugoslavia is putting great 
emphasis on the development of agriculture. The market for agricultural 


machinery and equipment, estimated at over $300 million in 1975, is 
expanding rapidly and imports continue to provide about 25% of demand. 
US firms have good prospects of greatly increasing their present 4% 

of the import market. The technical superiority of US agricultural 
machinery, especially in large, highly complex equipment is widely 
recognized. Domestic production of agricultural machinery is 
concentrated in smaller sized, low-capacity equipment. Imports provide 
the bulk of larger capacity equipment required by the social farms or 
kombinats. European firms are the primary source of imported equipment 
and firms from West Germany (16%), Poland (13%) and Czechoslovakia (9%) 
are the most important suppliers. Markets are particularly good for 
large, high technology machinery and specialized equipment such as 
wheel tractors over 100 hp and implements for them; large combines; 
multirow corn planters and harvestors; advanced grain storage drying 
and handling equipment; haying machinery, and equipment for fruit, 
vegetable, and berry production. The best promotion vehicle for 
agricultural machinery and equipment would be at the Novi Sad 
International Agricultural Fair held each May. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce Washington, D.C 20230 





